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HOW TO SUCCEED AS A SELF-EMPLOYED
ACCOUNTANT WITH LOTS AND
LOTS OF TRYING
This first person 'How To’ paper sets out one accountant’s formula for successfully
becoming self-employed—via the “write-up” route and data processing.
Leonore Cann, CPA
Chicago, Illinois

Most of us, at one time or another, have
toyed with the idea of joining the ranks of the
self-employed. For those who may be strongly
motivated in this direction, may I share with
you some of my experiences.
About sixteen years ago I decided to set up
my own shop. Mark Twain once said that to
succeed in life you need two things—ignorance
and confidence. I had a reasonable amount of
confidence in my abilities as an accountant, and
a great deal of ignorance about what lay ahead
for me.

There are an infinite number of small enter
prises, generally closely held, and often quite
profitable, that have little need for auditing
services. What they do need is accounting as
sistance. Often there is not enough bookkeeping
volume involved to warrant the hiring of a
competent bookkeeper—even if one of these
rare creatures could be found. It seemed to me
that here was a largely undeveloped market just
waiting for someone like me to come along.
So this “Dona Quixote” set out to see what
could be done about it.

How To Start
Write-up work seemed to be the logical way
to start. It had been my observation that write
up work tended to be the orphan of the ac
counting world that got kicked around in most
public accounting offices. The newest junior
generally was stuck with it until he was able
to unload it on to someone else.
I also observed that otherwise capable ac
countants whose experience was limited to
auditing, tended to be sloppy and not too capa
ble as bookkeepers.
One other observation intrigued me. Despite
the fact that the management of most public
accounting firms seemed to down-grade write
up work, they nevertheless hung on to it. If
it was unprofessional and a nuisance, why
didn’t they get rid of it? Upon inquiry you will
find out that all of the “big eight” handle some
write-up work. They may not seek it out, but
neither do they turn away from it if the
price is right.

Personal Assessment

I had a few things going for me. I was young
enough to be flexible, and old enough to have
some sense. There is also a lot of drive and
determination in my make-up, along with some
imagination and a talent for improvision. I
was also self-supporting with no dependents,
and therefore in a position to take a calculated
risk.
There were some important minus factors to
be reckoned with, too. The most obvious of
these was my lack of sales ability. I do not
have a gregarious nature, in fact, I used to be
rather shy. Those who know me now may doubt
this, but it was true then. I was also well
aware of my limited capital. Like most people,
I like to spend money, and I had never been
very good about saving. However, I figured I
had enough put aside to carry me through the
trial period if I were frugal.
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her out on various assignments. She would post
the journals at the client’s location, and then
complete the ledger postings and financial
statement preparation in the office.
The girls were well paid, and they liked their
work. The trouble was, they had a bad habit
of either getting married and moving out of
the city, or getting pregnant—or both. I found
myself enmeshed in all the headaches and
heartaches that accompany the seeking out of
competent help. It was this that eventually
defeated me. I finally reached a point where I
figured I’d had it. In 1962, when my last good
assistant informed me that the stork was on its
way, I acknowledged defeat. I made plans for
closing the office and decided to work solo
thereafter.

My Market Area
Service enterprises were my natural targetinsurance, advertising, law offices, and such.
I started with insurance agencies because I
had once worked for a small, successful agency.
This employer had been rather sophisticated
about accounting matters, and I had initially
assumed that all agencies were similar in this
respect. I learned quickly that the reverse was
generally the rule.
Insurance men are among the world’s best
salesmen, and, since opposites attract, I figured
that we were made for each other. Insurance
agencies certainly needed my kind of service,
and since a good number of them were located
in a concentrated area (which eliminated a
transportation problem for me), this appeared
to be the logical place to start.
I had several ideas about how to approach
this market, so I rented some office space,
bought some equipment, sent out announce
ments, and gave myself a four-month deadline
within which to determine whether or not this
venture was likely to succeed.

Enter Data Processing
However, some five or six years before this
ultimate defeat, I had begun investigating data
processing. There were a number of stock sys
tems available, mostly on punched tape, but
none of them had the flexibility and versatility
I felt I needed.
I finally found one processor who had de
veloped what seemed to be the nucleus of a
good approach, and I spent a good amount of
time working with him to whip it into shape.
I now had a pretty good DP system, but began
having problems with the processor. He was
having personal problems of his own and even
tually he moved to the west coast.
I now proceeded to learn—the hard way—
about the varying quality of service bureaus.
I finally got a lucky break and lined up with a
well managed service bureau that has been
handling my processing work for a good num
ber of years now.
The greatest problem to be faced in working
with data processing is one of communication.
DP people tend to be hypnotized by their
wonderful machines and enjoy putting them
through their paces. Unfortunately, they seldom
grasp the importance of internal control pro
cedures as understood by the accountant. Ac
countants, on the other hand,—at least until the
last few years—have tended to take an ostrich
like approach toward DP, hoping that if they
ignore it, maybe it will go away.
The advanced use of DP in industry has
finally forced accountants to recognize how
essential it is to learn to work with this medium.
There are some excellent training courses now
available through the AICPA professional de
velopment program. I have attended all four
that have become available in this area thus
far, and recommend them highly. The larger
CPA firms are including something similar in
their staff training programs, and many in in-

The Clients
It is a funny thing about people. Before I
commenced this venture, I had called upon
several likely prospects. A few seemed very in
terested, and I inferred that they would be de
lighted to avail themselves of my services just
as soon as I was set up. But, when I opened my
shop and was ready to do business, they all
stayed cautiously on the sidelines and waited
to see if I was going to survive. I do not blame
them, but it was disconcerting.
I stuck it out and eventually a few things be
gan to come in. I had time on my hands, and
I used it to call on some of my accounting
friends and acquaintances. As it turned out,
other accountants became my best source of re
ferrals. I took on my share of cats and dogs,
and in between there were some good ones.
Personnel and Problems
Eventually, I developed a solid core of de
pendables and hired my first assistant, an ex
cellent girl I had known for some years. I ex
panded a little more, took on larger space, ac
quired more equipment, and hired more girls.
My ideas on systems were working out well,
and I continued to refine and develop them.
My tax business also increased, and things
were moving along nicely.
But, trouble was brewing. The ideal assistant
I needed for this work was a girl with plenty
of native intelligence, one or two years of ac
counting at the college level, and the ability to
type. When I was able to find such a girl, I
spent a lot of time training her, and then sent
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MILLION DOLLAR LATHE

The following item that appeared some time ago in the magazine COMMERCE seems particularly

appropriate now:

Some years ago Thompson Products bought a lathe. The cost was $12,000. Under Federal tax laws
the cost could be depreciated over a 14-year period. So when the lathe had to be replaced, Thompson
had $12,000 set aside, plus an additional $1,000 which was the resale value of the old lathe.

However, the same model lathe was now selling for $35,000, but with attachments to meet the

advanced needs of the industry it cost $67,000.

So the company found itself with only $13,000 to buy a $67,000 piece of equipment.
The additional $54,000 had to come from profits. But in order to clear $54,000, Thompson had to

make a profit of $112,000 before taxes, and in order to make that much profit, the company had to
sell more than $1,250,000 worth of products.

It took a million and a quarter dollars of sales for the company to replace one lathe, and not one
cent went to the stockholder!
A million and a quarter dollars to replace one machine so three Thompson employees—one shift—
could continue working!

This is something to think about when agitators scream about high corporate profits. No profits, no

new machines, no jobs.
From BREVITS—By Vance, Sanders & Company, Inc.

to develop, but I haven’t had the time to follow
up on this up to now. I will get to it eventually.
In outline, my system works like this. The
client sends me copies of his checks and in
formation concerning his cash receipts. The
bank sends the bank statement and cancelled
checks directly to me. I batch the data and
while so doing, reconcile the bank statement.
The bank statement is then returned to the
client along with a photocopy of the reconcilia
tion.
The batched data goes to the service bureau.
The service bureau returns the data to me along
with a preliminary ledger run which we call a
“trial balance.” I scan for errors, make adjust
ments, and then order the final ledger and
financial statements. Updated earnings records
are also prepared quarterly.
In relating this to a manual system, you
might say I am doing a combination of book
keeping and internal auditing. However, the
computer does all the posting, footing, and
balancing for me. It also drafts, types and
proofreads the financial statements. My func
tion has now become one of review and con
trol.
In setting up a new job, the first thing I do
is design a chart of accounts for this one client
exclusively. I then design the financial state
ment format to be used. This information is

dustry are intimately familiar with computer
ized recordkeeping.
My System

The system I use for my write-up work is
basically punched card with accent on the use
of alpha description for transaction detail. This
costs more, but the cost is more than offset by
the amount of my time that it saves. Most tape
systems use alphabetic account titles and state
ment captions, but the detail transactions are
identified by numeric reference only. For many
situations this is quite adequate. However, my
primary objective is to save on man-hours, not
machine time. When the print-out includes al
phabetic descriptions it is easy to review the
accounts by scanning.
It was my insistence on alphabetic descrip
tions that caused many of my earlier clashes
with service bureaus. They wanted to make
everything numeric because that made things
easier for them; 1 wanted greater use of alpha
because that made things easier for me.
When this procedure was first set up, it was
processed on an IBM 407. Shortly thereafter,
the service bureau converted to a 1401 com
puter and we were able to work certain re
finements into the procedure. They are now
processing on an IBM 360, and I have some
ideas on further refinements that I would like
11

then assembled into a special listing which we
refer to as the “activation.” The service bureau
programs from this.
When I made the decision to switch from
manual to DP, I decided that it had to be all
or nothing if this was to work successfully. The
first account I selected involved a balance
sheet with four departmental income reports,
plus a subsidiary record. I figured that if I could
get this one to work satisfactorily, the simpler
ones would be comparatively easy.

versed and the new accrual set up as of the
close of each reporting period.
This same technique can also be used with
certain types of receivables, and has long been
standard procedure for adjusting inventories
and cost of sales.
Admittedly, these short-cut techniques have
their deficiencies and must be handled with due
care. However, the more traditional methods
also have their deficiencies, and just as often
come to grief in the hands of the unskilled.

Client Acceptance
There was no problem with client acceptance
because I absorbed the cost of conversion—
which was substantial. Of course, new clients
must pay for their activation, but I felt that
the old ones had already paid an equivalent
cost when they were set up on a manual basis.
At this stage, the conversion was for my benefit
more than the client’s.
The main change the client had to accept
at the outset was that he now had to use threepart snap-out voucher checks instead of his
old, familiar check-book with stubs, and he
adjusted without too much difficulty. When I
informed the client about the change I used a
positive approach; I told him this is what we
were going to do. Since most of the clients did
not know what I was talking about anyway,
they did not care how I processed the work as
long as it did not cost them any more money.

In Conclusion
As you can see, self-employment offers many
challenges and little opportunity for boredom.
What is the attraction? It isn’t the money.
The money is there, all right, but it still requires
hard work and personal discipline to earn it.
Primarily, the appeal springs from intangible
satisfactions. Despite my problems—and who
does not have problems—I consider myself one
of the lucky ones who discovered a very pleas
ant and interesting way to earn a living.

BY SUBSTITUTING ADDITION

(continued from page 4)
but also can, completely be changed. Provided
that we hold high the great red banner of the
thought of Mao Tse-tung, eliminate supersti
tions, liberate our minds, and dare to innovate
and create, then we shall be able to conquer
this solid 'fortress’ of accounting work and
win.”
“In accordance with the practical state of
business operation of enterprises and changes
in State property, it employs the language—
'addition’ and ‘subtraction’—most familiar to
people in keeping accounts. If a transaction is
an addition in quantity, it is entered in the
‘addition’ side. If it is a subtraction of quanti
ty, it is entered in the ‘subtraction’ side. This
everybody can understand and do.”
And what does Professor Kircher think of
the Red’s didactic?
“It is not easy to tell,” he writes, “whether
the Chinese suggestion really will have some
meritorious aspects. Certainly we must admit
that for centuries accountants have had to
meet complaints that ‘debit and credit’ is un
necessarily complicated for the average lay
man, and even for many managers. But then
most managers never see the actual accounts
(nor do modern financial executives, particu
larly with computer systems). Therefore,
whether the mechanics of handling an account
uses the terms ‘debit and credit’ or ‘addition
and subtraction’ does not seem terribly impor
tant any longer.”

Essential Control

More and more accountants across the coun
try are using some form of data processing for
their write-up work with varying degrees of
success. Although much depends upon the
quality of the service bureau, a great deal also
depends upon how well the accountant has
organized the flow of work within his own
office. The planning and upkeep of client files,
the observance of points of control, the use of
check-off lists, and the adherence to time sched
ules—all of these are just as important as the
actual processing.
The objective is, of course, to cut down on
the accountant’s time as much as possible with
out in any way interfering with the thorough
ness with which he can review and control the
work.
There are a few short-cut techniques that I
use in certain situations that are as convenient
for manual bookkeeping as they are for DP
methods. For example, I use a check-off list in
reconciling bank statements; this eliminates the
need to sort the checks. I also reverse tradition
by recording all transactions on a cash basis,
and then adjust to an accrual basis by journal
entry. The previous accrual can then be re
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